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AMENDED IN SENATE MAY 12, 2004

SENATE BILL No. 1323

Introduced by Senator Ortiz

February 17, 2004

An act to add Chapter 11.2 (commencing with Section 679.8) to Part
1 of Division 1 of the Insurance Code, relating to homeowners’
insurance.

LEGISLATIVE COUNSEL’S DIGEST

SB 1323, as amended, Ortiz. Homeowners’ insurance: prohibited
actions.

Existing law generally regulates homeowners’ insurance. Existing
law requires an insurer under a homeowners’ insurance policy to deliver
to the insured within a specified period prior to the expiration of the
policy a notice of renewal or nonrenewal. Existing law requires an
insurer, upon written request of the insured, to provide notice of the
reason or reasons for the nonrenewal and, effective March 1, 2004,
requires that a notice of nonrenewal contain certain information,
including the reason or reasons for the nonrenewal.

This bill would prohibit an insurer from refusing to issue or renew
a homeowners’ policy based upon prior claims made by the applicant
or insured under any homeowners’ policy, unless the applicant or
insured has made more than 2 of these claims in the previous 2 years,
except as specified.

Existing law imposes various obligations on insurers with respect to
the determination of insurance rates.

This bill would prohibit an insurer from using credit ratings, credit
reports, credit scoring models, or credit information to underwrite,
classify, or rate homeowners’ insurance policies. It would also prohibit
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an insurer from refusing to issue, or nonrenewing or canceling, a
homeowners’ policy based upon these types of credit information.

Existing law prohibits an insurer from basing an adverse
underwriting decision, as defined, on the fact that an individual has
previously inquired and received information about the scope or nature
of coverage under a residential fire or property insurance policy, if the
information is received from an insurance-support organization whose
primary source of information is insurance institutions and the inquiry
did not result in the filing of a claim.

This bill would prohibit an insurer from reporting the fact that an
insured has inquired about the nature or scope of coverage under a
homeowners’ policy to a database or other record maintained by any of
these insurance-support organizations if the inquiry did not result in the
filing of a claim.

Vote: majority. Appropriation: no. Fiscal committee: no.
State-mandated local program: no.

The people of the State of California do enact as follows:

SECTION 1. Chapter 11.2 (commencing with Section 679.8)
is added to Part 1 of Division 1 of the Insurance Code, to read:

CHAPTER 11.2. HOMEOWNERS’ BILL  OF RIGHTS

679.8. (a) An insurer shall not refuse to issue or renew a
policy specified in Section 675 based upon prior claims made by
the applicant or insured under any policy covered by this
subdivision, unless the applicant or insured has made more than
two of these claims in the previous two years. This prohibition
shall not apply if the refusal to issue or renew a policy is also due
to the occurrence of any of the following:

(1) Nonpayment of premium, including nonpayment of any
additional premiums calculated in accordance with the approved
rate of the insurer.

(2) Discovery of fraud or material misrepresentation by either
of the following:

(A) The named insured or his or her representative in obtaining
the insurance.

(B) The named insured or his or her representative in pursuing
a claim under the policy.
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(3) Discovery of grossly negligent acts or omissions by the
named insured or his or her representative substantially increasing
any of the hazards insured against.

(4) Physical changes in the insured property that result in the
property becoming uninsurable.

(b)
679.8. (a) An insurer shall not use credit ratings, credit

reports, credit scoring models, or credit information to underwrite,
classify, or rate insurance policies that are subject to Section 675.
An insurer shall not refuse to issue, or nonrenew or cancel, an
insurance policy of this type based upon credit ratings, credit
reports, credit scoring models, or credit information.

(c)
(b) An insurer shall not report the fact that an insured has

inquired about the nature or scope of coverage under a policy
specified in Section 675 to a database or other record maintained
by an insurance-support organization whose primary source of
information is insurance institutions if the inquiry did not result in
the filing of a claim.
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